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> Letters to the editor, in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


GREAT NECK, L. I. 


| hereby hand Tie Excuance a plume. 
Happening to drop in at my broker's on 
Broadway a few days ago, I found him 
bent over a pencil and paper, composing 
a sales letter, with the magazine open be 
fore him ata page where yields on a group 
of Stock Exchange stocks were printed. 
What revealed! As 


long as | have known him (and played 


a change was there 


golf with him) this friend of mine has 
seldom, to my knowledge, bestirred him 
self beyond urging, “Gimme an order, 
will you, when you buy some stock?” 
Maybe the grocer and landlord dynamiuted 
him out of his rut, but Pll give credit to 
vour stuf] which, between you editors and 
me, has given me an idea or two, as well. 
For instance, 1n pointing out the sizable 
yields people could get on particular stocks, 
you stirred up an interest in securities that 
| hadn't experienced since about 1934. | 
had not realized that a lot of companies 


were still making more than a bare profit. 


KS, M. 


CAMDEN, 3S: C. 


Qn a visit to New York several weeks 
ago, the subject of investments arose at a 
dinner party, and, fortunately, railroad 
bonds were discussed by a guest who 
knew about them. I say “fortunately” be 
cause, being dependent upon the incom 
of a fund which I have looked after for 
many vears with a banker's assistance, 
Ways to increase my income are welcomed. 
| bought some bonds and not only do they 
give me a good income but they also 


have advanced considerably. The bonds 


are bought and sold on the Stock Exchange. 
I notice in some pages of your magazine, 
which a broker sent to me, that stocks, in 
some cases, offer a good income. But | 
cannot see why you have not brought 
some of the bonds to the attention of peo 
ple who are more familiar with invest 
ments in bonds than in stocks. This is a 
suggestion which I hope you will find 


worthwhile. 
Mrs. K. R. O. 


BANGOR, ME. 


It price controls are applied generally to 
raw materials and a lot of finished mer 
chandise, while labor continues to get about 
what it demands in wage increases, then 
what about dividends? I, myself, will be 
careful about figuring yields on such com 
mon stocks as I consider worth buying; 
but don't consider this letter a reproot. 
A goodly amount of stimulating ideas for 


investors are to be found in your articles. 


F. W. 


FREEHOLD, N. J. 
When I was a customers’ man in Ex 
change Place, your city, that avocation had 


head 
aches, but it was a good life on the whole. 


its compensations and occasional 


\mong the potatoes and chickens, out 
here, it has been possible to learn about 
Wall Street changes, but how great they 
are—and have been for time becoming im 
memorial, so it seems—was not impressed 
upon me until a copy of THe Excuanat 
was sent by a former associate in the busi 
ness. What’s this, I thought, they're mak 
ing customers’ men over into salesmen? 


No, it simply cannot be. Perish the thought! 


No more companionable conferences with 
eager customers in the Waldort bar? No 
more easy business acquired from “big 
men from the West” who want to take a 
“flyer” in the steels or motors before they 
return to wherever they came from? But 
there it is, in cold type—salesmen! You 
have broken my heart. I'll stick to the 
county newspaper. At least there’s noth 
ing depressingly memory-provoking in the 
local news. 


H. ©. M. 


BUFFALO, N. Y¥. 

Business activity is being boosted by the 
forced draught of war orders, and some 
time this stimulation to business will cease 
to be effective. Maybe the slack will come 
suddenly, more likely it will be controlled 
and allowed to taper off. It may be years 
betore the U. S. will find itself fully 
armed, but is it not possible to try to see 
beyond preparedness? Is it not probable 
that a world again at peace, under such 
provisions as Secretary of State Hull sug 
gested recently, will begin immediately to 
push on to new frontiers? There are mil 
lions of undeveloped acres on several conti 
nents, untouched raw materials, potential 
markets of fabulous value. Many peopl 
are already shaking their heads over the 
post-war slump which they expect, follow 
ing the old pattern. But it seems to me as 
though there is reason to look for aggres 
sive expansion. At any rate the thought of 
it might be something your readers, in 
vestors like myself who try to see some 
distance ahead, would find worth turning 
over in their minds. 


P. J. MeD. 
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The Industrial Trend Points a Moral 


N the twelve months ended with 

May, this country’s industrial activ- 
ity, as measured by the Federal Reserve 
Board’s index, rose nearly 29 per cent. 
Unemployment was reduced exten- 
sively, wages were raised in many in- 
dustries, payrolls expanded, company 
earnings improved and dividend in- 
creases were widespread. And the aver- 
age price of industrial stocks listed on 
the New York Stock Exchange actually 
showed a small net decline! 

To assert that the absence of active 
speculation explains the diverse trends 
of industry and the stock market would 
hardly cover the ground. War abroad 
and domestic taxes, present and antici- 
pated, have affected investment and 
speculative sentiment, but these factors 
do not stand as barriers in the market- 
ing of securities. A broad demand has 
met the large offerings of listed stocks 
in secondary operations. 

By no means all of the Standard Oil, 
General Electric, United States Steel, 
Socony-Vacuum and other blocks, re- 
distributed for British or domestic ac- 
count, were bought solely for invest- 
ment. Purchases with the expectation 
of later capital appreciation presumably 


figured also in new offerings like that 


of the American Viscose Corporation. 
The absorptive power of public buyers 
of stocks has not been used up when 
huge offerings, which would have been 
considered large even in expansive years 
of the past, were made and disposed of 
at retail in a few days. 

The lagging tendency on the Stock 
Exchange has found no counterpart 
among public offerings of listed issues 
off the board. The demand for seasoned 
stocks, which enjoy a long dividend- 
paying record, is merely latent. The 
public has, all along, been found to be 
responsive when the facts about good 
securities were brought to the atten- 
tion of individuals with surplus funds. 
Down-to-date evidence on this point is 
to be found in an article on page 8 of 
this issue, which recounts the experi- 
ence of a Stock Exchange firm that re- 
cently added to its list of customers, and 
interested many older ones, by present- 
ing compact, salient facts to as large a 
group of potential buyers as its repre- 
sentatives could reach. 

The facts of investment and specula- 
tive importance which are growing out 
of pulsing industrial activity are equally 
available to brokers and securities sales- 


men. Are they being spread abroad far 


enough and with sufficient utility to in- 
vestors and traders by Stock Exchange 
member firms? Are customers being 
supplied with the practical information 
about listed issues which under present 
conditions will serve to fill their require- 
ments more effectively than the one- 
time superficial discussion of stocks? 

And what about new customers? A 
Stock Exchange firm was amazed re- 
cently to learn of the large percentage 
of replies to its advertisements which 
came from persons who had_ never 
bought securities but were impressed by 
the yields to be obtained on selected 
listed common. stocks. Another firm 
was graufied to discover that the pur- 
chases by newly-found customers helped 
make a secondary offering an outstand- 
ing success. 

Ample material exists for populariz- 
ing listed stocks .. . much of it stem- 
ming directly from the rising activity of 
industry. As one item: more than 550 
corporations with common stocks listed 
on the Stock Exchange have declared 
dividends thus far in 1941, or almost as 
many as in all of last year. That fact, 
alone, is sufficient to draw the interest 
of people with funds to invest to the 


significance of industrial activity. 
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WITH THE MERCHANT'S TECHNIQUE 


r ‘O the financial industry in gen- 
eral, as well as to the public, the 
distribution of 1,505,000 shares of com- 


mon. stock of the 


American Viscose 
Corporation last month was probably 
“just another big underwriting” on a 
“national scale.” But, as an example of 
thoroughly planned merchandising in 
securities, the transaction emphasized 
pointedly the results to be attained by 
the use of modern methods. 

The underwriting involved one of the 
largest issues of common shares in any 
new industrial offering of American 
market history; and this, too, at a time 
when the evident public interest in se- 
curities was at a low ebb. 

A review of the American Viscose 
transaction should begin with a. state 
ment of some of the problems which 
the underwriters, dealers and salesmen 
faced— 

The company, formerly a subsidiary 
of Courtaulds Limited, a British corpo 
ration, had never issued a balance sheet 
or income account in this country, prior 
to the offering. 

The word “viscose” in the corporate 
title meant nothing to most dealers and 
investors, even to many who were fa 
miliar with rayon fibre and yarn, the 
(One 


commentator a few days before the ol 


company’s principal products. 
fering thought viscose was more or less 
synonymous with molasses.) 

The fact that 228,480 shares of 5 pet 
cent cumulative preferred stock were to 
be offered simultaneously with the more 
than 1,500,000 shares of common would 
make the operation decidedly weighty 
for these times. 


In order to obtain the cooperation of 


a truly national dealer list, it would be 
necessary to stir the enthusiasm of 
many conservative firms which usually 
limited their efforts to bonds. 

The matter of pricing would be deli- 
cate. (This problem brought unusual 
strain to the responsible underwriters. 
If the stock should rise briskly after the 
distribution, criticism might arise that 
the underwriters had paid the British 
Treasury too little for the property—if 
the stock should decline soon after the 
sale 


was concluded, the public might 


feel that a “closely-held” equity had 
been overvalued in banking estimation.) 
The underwriters’ judgment was, how- 


ever, proved to be fair to all concerned. 


The offering price of 24 for the com- 
mon stock remained stable in market 
transactions following the distribution, 
while the preferred attained a premiuin, 

Some of the hurdles to be overcome 
came under the heading of education, 
others had to do with technique. The 
former were the more difficult, and the 
following were among the measures 
used to inform 659 dealer firms in 33 


5 


States and the District of Columbia 
about the American Viscose Cerpora- 


tion and its securities. 


The Story on the Screen 


In an assembly room in the Chanin 
Building, New York City, the manag- 
ing group headed by Morgan Stanley & 
Co. and Dillon, Read & Co., exhibited, 
during the entire week beginning with 
May 19, a moving picture film which 
showed the company’s plants, operations 
and products. About 550 to 600 dealers 
and salesmen attended; the audience 
was limited to persons who would be 


engaged later in selling the stocks. 





RETAILING DETAILS OF VISCOSE SALE 
A Stock Exchange firm’s participation in the 1,568,000 share offer- 
ing of the American Viscose Corporation, on May 26, 1941, is tabu- 
lated as to sales to investors by the firm’s various offices. 





No. of Shares 
Office Location Orders Sold Per Cent 
New York State ‘ . 99 15.647 34.06 
Mass.-Conn. 34 3.875 8.43 
Pennsylvania 73 7.690 16.74 
Maryland 3 220 0.48 
Illinois a ea a ee 26 5.055 11.00 
Washington. D. C. and South 16 5,147 11.2] 
Special 
Sale 8.308 18.08 
282 45.942 100.00 





DIVISIONS OF 


Aver. transaction (Approx.). 





THE RETAIL MARKET 





No. of Shares 
Orders Sold Per Cent 
Insurance Companies 2 225 0.49 
Banks a "12 1.360 2.96 
Investment Trusts — — = 
Corporations 10 3.070 6.68 
Dealers : 3 145 0.32 
Private Investors 244 31.259 68.04 
Endowments. Estates. 
Fiduciaries. Universities ; 10 L575 3.43 
Special 
Sale 8.308 18.08 
282 45.942 100.00 


* Bought for account of clients 


. . . 


163 shares 
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the same time, the film was also 


ex ted before similar groups in 23 
ol cities throughout the contem- 
pl d sales territory. It is estimated that 
ful y 3,000 persons saw the picture. This 
educational work followed the stock's 


stration with the Securities and Ex- 





results in the American Viscose trans- 


action are tabulated on page 2, pre- 
ceded the offering by a full day’s con- 
ference of partners and salesmen. 


The 
brought from New England, the Mid- 


firm’s representatives were 
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change Commission, but preceded any 
sales effort directed toward the public. 

On the day of the offering large ad- 
vertisements were inserted in 203 daily 
newspapers of 83 cities in the 33 States. 
Advertisements also appeared in 11 fi- 
nancial, business and general publica- 
tions, and 13 textile and chemical trade 
journals, The names of the underwrit- 
ers located in each State appeared in 
the advertisements printed in that State. 
To the dealer firms went, in addition 
to required prospectuses, quantities of 
booklets which described and illustrated 
the American Viscose Corporation's 
plants and products, and this literature 
was made available to salesmen before 
they set out to offer the stock at retail. 

The retailing task, taken up where 
the wholesalers left off, called for addi- 
tional educational steps among dealers 
and their salesmen. A New York Stock 


Exchange firm, whose individual sales 
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onstration of the goods in question! 
The result: the firm’s allotment of the 
common. stock, 45.942 shares, was dis 
posed of in two days. 


A supporting sales item to be noted, 
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dle West, the Atlantic territory and the 
South to acquire, from the partners 
had 


helped prepare the offering from its in- 


who inspected the plants and 
cidence, a complete picture of the vital 
facts about the corporation. 

Besides supplying each ofhce with 
descriptive literature of Viscose opera- 
tions, products, etc., the firm distributed 
salesmen’s “kits” which contained sam- 
ples of the corporation's goods, extend- 
ing from the raw material—spruce 
wood chips and cellulose sheets—on to 
finished rayon yarn and swatches of 
fabric. 

Primarily intended to provide. sales- 
men of the stock with visual evidence 
of the nature and quality of the mer- 
chandise which produced dividends, the 
kits were also used, as desired, by the 
salesmen in describing American Vis- 
cose products to investors. 


Merchandising! Selling through dem- 


in the of 


too, Was an announcement 
fering prospectus, and in the advertise 
ments, that application would be made 
to list the common and preferred issues 
on the New York Stock Exchange. 


(continued on page 8) 


Sample kits provide visual evidence of the 
nature and quality of the merchandise which 
produces the company’s earnings. 
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Midwest Broker 








Mr. Bard, in addition to his activi- 
ties as a partner of a member firm, 
is the chairman of the Chicago As- 
sociation of Stock Exchange Firms. 


He best to reach the public with 
factual data regarding the Ex- 
change’s list of securities has been a 
principal topic of discussion in_ this 
magazine. 

That many among the general pub- 
lic, even including a large number of 
investors, are indifferent to the securi- 
ties market at this time is generally 
recognized. 

The 


blocks of listed stocks after Exchange 


recent success in distributing 


hours has demonstrated, however, that 
old 


businesses are pointed out in interesting 


when facts about and successful 


fashion, this disinterest can be trans- 
formed into an active desire to buy. 

But beyond the few instances where 
intelligent selling effort of this kind has 
been applied, it is astonishing and re 
grettable what superficial information 
many investors possess regarding not 
only many of the leading companies, 
but also those companies whose securt- 
ties they own. 


I suspect that one reason may be that 


for Stock Exchange to Distribute 
Summaries of Listed Securrties 


L By Roy E. Bard / 


Makes Proposal 








the data they need is not readily avail- 
able. They don’t know where to look for 
information; or, if they do, it frequently 
is so voluminous and complex when 
they find it as to be contusing rather 
than enlightening. There must be hun- 
dreds of stocks listed on the New York 
Stock Exchange that would be interest- 
ing to investors, even under present dis- 
turbed conditions, if only the facts about 
them were easily available. As it is, 
most investors act only when a particu- 
lar situation is called directly to their 
attention—either in the merchandising 
of a secondary offering, in their brok- 
er’s market letter, or in conversation 
with their customers’ broker. 

After all, what means does the aver- 
age individual have for keeping posted 


on matters affecting listed stocks? 


Sources of Information 


He can ask his broker or investment 
house for information, But this creates 
some obligation and lays him open to 
constant solicitation. 

In most instances he cannot afford to 
subscribe to expensive statistical studies, 

This leaves the financial page of his 
daily paper, whose function, of course, 
is news presentation rather than detailed 


consideration of investments. 


I believe the New York Stock Ex- 


change should give consideration at this 


time to the question of providing a 
medium whereby investors and all 
others interested in investment securi 
ties can, without undue expense and 
without obligating themselves, obtain 
easily understandable data concerning 
any listed security in which they may 
have an interest. 

There obviously are a great many 
persons who own stocks which should 
be sold or switched into more attractive 
situations. Others have funds which go 
idle because they are either confused or 
uninformed. 

How often it happens that we call 
upon an individual to make suggestions 
about the purchase of a stock or the 
switching or sale of securities and we 
get the answer: “It sounds logical but I 
don't have sufficient information upon 


which to base a decision.” 


W ould Help Solicitors 


Certainly no greater service could be 
performed today than to aid in provid- 
ing information to investors so that they 
may handle their funds more intelli- 
gently and obtain better results from 
their investments. And, what is also im- 
portant to our business, our solicitors 
would be relieved of some of the bur- 
den of making recommendations. If the 
investing public could be encouraged to 
judge security values for themselves 
there would be less necessity to ask for 
definite recommendations and a weak 
point in the present system would be 
strengthened. 

A person who makes up his own 
mind, based upon facts which he, him- 
self, has determined, obviously is in a 
healthier state of mind regarding his 
investments than is one who takes ad- 
vice from others and later blames them 
if the results are not profitable. 

If the foregoing has any merit, I think 


this suggestion should prove logical. 


(continued on page 10) 
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with securities listed on the New York 
Stock Exchange. But, in 1854, two f- 
nancial concerns started records of con- 
tinuous payments to stockholders that 
have gone unbroken to this day. They 
were the Continental Insurance Com- 
pany and the Corn Exchange Bank 
Trust Company. 

In 1850, for the first time in history, 
the Federal Government made a survey 
of the productive industries of the 


country. It was found that “the capital 


COMMON 


STOCK DIVIDEND RECORDS 








000,000 and the annual production has 
reached the sum of $1,019,000,000.” 

This total for the whole country is 
less than the present output of some ot 
the individual companies—with securi- 
ties listed on the New York Stock Ex- 
change—which today are producing for 
national defense. 

Next on the record are the Rensselaer 
& Saratoga Rail Road, which started pay- 
ments in 1862; the Joliet & Chicago 


Railroad and the American News Com- 





tinue as successful enterprises, 


Early Industrials 

Among the early industrials to appear 
on the list are Westinghouse Air Brake 
Company, which started paying divi- 
dends in 1875, and Parke, Davis & Co., 
with an unbroken dividend record dat- 
ing back to 1878. 

In all, the tabulation includes 58 com- 


panies, all with common stocks listed 


(continued on page 16) 
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By HAROLD B. 


ARGUS 


[' is small wonder that the public 
| 


vas evidenced interest in’ tabula 
tions showing the high dividend returns 
now available on many listed common 
stocks. Just put yourself in the position 
of the average investor, or potential in 
vestor, Who is not associated with the 
securities business—there are millions of 
them, and they have surplus savings on 
which they would like to earn a return. 

Just imagine for a moment that you 


Your 


tional equilibrium is upset by pages of 


are the investor, emo 


AVCTALC 
facts and opinions on the war in the 
daily newspapers. You read of rising 
Wages, rising taxes and price-fixing. 
Surely no corporation can make any 
money, much less pay dividends under 
such conditions! 

Reams of good white paper are con 
sumed reporting the coming collapse of 
something or other. Incidentally, just 
what would happen if this hackneyed 
phrase, “collapse of civilization,” should 


materialize? Would people stop eating. 


DORSEY - 


RESEARCH 


INVESTOR WANTS 





Economist 
CORPORATION 

wearing clothes, seeking amusement 
and comfort? 

As your idle capital increases and as 
the rising cost of living (including 
taxes) stimulates your desire to earn 
something on your surplus funds, you 
may call your customers’ broker to see 


if he will give you some investment 


suggestions. You are not looking for 


short-term market appreciation, you 
merely want a reasonable dividend re 
turn and you are willing to assume a 
reasonable business-man’s risk. You are 
not the avaricious speculator you werc 
ten or fifteen years ago. 


Discuss Facts, Not Fears 


This is where the customers’ broker 


has his opportunity to render a real 


“Demand deposits (checking accounts of corporations, individuals, and so forth) of reporting 
member banks are over $9,000,000,000 (66 per cent) higher than they were in the 1938 period.” 
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ce to the public as well as to him- 


s- and the securities business. Rather 


waste his caller’s time with a reci- 

n of the fears of the moment—al- 
ro dy well known to the investor—he 
can discuss facts. 

would be a great mistake to put a 
“Pollyanna” tinge on everything, but 


there has been such a deluge of pessi- 


jiistic platitudes lately that cold factual 
daia seem to have been ignored. Just to 
baiance the situation a little, let us sub- 
mit for the consideration of the poten- 
tial investor a few facts such as the 
following: 

1. At the present time, the Dow- 
Jones industrial stock price average is 
about 18 per cent lower than the aver- 
age for the first quarter of 1940. How- 
ever, the total earnings of the thirty 
stocks making up this average were 5 
per cent higher in the first quarter of 
this year than in the same period a year 
ago. Other tabulations show an even 
greater gain, Taxes are higher this year, 
and wages are higher, but so are earn- 


INgs. 


Comparison with 1938 


2. The Dow-Jones industrial average 
is currently only a little higher than 
the average of the second quarter of 
1938, when industrial activity in the 
country was lower than at any time in 
this century, with the exception of the 
depression of the early 1930's. 

3. Meanwhile, demand deposits 
(checking accounts of corporations, in- 
dividuals, etc.) of reporting member 
banks are over $9,000,000,000 (66 per 
cent) higher than they were in the 
1938 period. Money in circulation is 
$2,800,000,000 (43 per cent) higher. Ex- 
cess reserves (unused funds) of mem- 
ber banks are over $3,000,000,000 (134 
per cent) higher. Collateral loans were 
low then, but they are lower now. 
There is every indication that the na- 
tion’s credit structure will continue to 


expand. These monetary factors ordi 


narily suggest an increased demand for 
securities, 

4. The present level of stock price 
averages is about the same as the aver- 
age for July, 1935, in which month the 
Federal Reserve Board index of indus- 
trial production was 84, compared with 
the present level of about 148. Of course, 
the monetary comparisons set forth in 
the preceding paragraph are even more 
impressive when the figures are related 
to the conditions of six years ago. Cer- 
tainly, some measure of adversity is dis- 
counted in current prices, particularly 


when consideration is given to the 


money and credit factors. 
























of $15,000,000,000 to $20,000,000,000 in 
national income next year. Even if the 
tax bill of corporations and individuals is 
$5,000,000,000 to $10,000,000,000 higher, 
an increase in national income after taxes 
is still indicated. In spite ot higher 
taxes, the Federal Government will still 
make a net contribution to active pur- 
chasing power of about $9,000,000,000 
in the next fiscal year. (Estimated Fed 
eral expenditures minus estimated re- 
ceipts after allowing for $3,600,000,000 
in new taxes.) 

8. In considering the trend of political 
thought, it must be remembered that 


the income of the farmer and wage 


WAY 


“Money in circulation is $2,800,000,000 (43 per cent) higher than it was in the corresponding 
period three years ago.” 


5. The cost of living is rising and this 
is likely to cause individuals to seek 
employment for their idle funds in an 
effort to improve their income, 

6. Some attention should be given to 
the effect on corporate earnings ot 
sharply higher volume and _ prices. 
Plenty of emphasis is laid upon rising 
costs, and correctly so, but a company 
has considerable leeway for rising costs 
if its dollar sales rise 20 to 30 per cent. 


7. All indications point to an increase 





earner is going to increase sharply. 
Nothing can turn a radical into a con 
servative more rapidly than the owner 
ship of some form of wealth—be it a 
bank account, a home or securities. 

g. Generally speaking, the financial 
condition of most important corpora 
tions is unusually strong. Most com 
panies are reporting earnings on a very 
conservative basis, because of taxes. it 
for no other reason. 


(continued on page 10) 
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A SALES FIELD 





LITTLE more than a year ago 
Merrill Lynch, E. A. 


Cassatt merged its customers’ brokers 


Pierce & 


and securities salesmen attached to the 
firm’s 43 offices into a single group 
and gave them the utle of Account Ex- 
ecutives. Extensive training in the prin- 
ciples and methods of selling was un- 
dertaken, At the same time a broad ad- 
vertising campaign was instituted to 
support the staff's sales efforts. 

The record of progress is rev ealed by 
the participation of the composite staff 
in three secondary offerings of stocks 
listed on the New York Stock Ex- 


change- 


Percentage of Account 
Executives Who Made Sales 


Standard Oil of N. J. (January) 39% 
General Electric (May)........ 62 


Socony-Vacuum (May) 77 


As a product of accelerated selling in 
the 500,000-share Standard Oil secon- 
dary, in which the firm acted as one of 
a large selling group, a block of 38,800 
shares of General Electric was distrib 
uted on May 1 by the house, acting 
alone, and in the following week an- 
other secondary consisting of 120,000 
shares of Sc cony-Vacuum stock was also 
disposed of, again single-handedly. 

The value of a consistent endeavor to 
acquire new accounts received pointed 
demonstration in the General Electric 


and Socony-Vacuum transactions. In 


WIDENED 


case of the former, 36.6 per cent of the 
entire block was bought by customers 
who had been added to the firm’s list 
since January, while 24.6 per cent of 
the big Socony-Vacuum distribution 
was taken by clients whose names were 
brought to the books during the same 
period, 

In other words, it was the buying by 
new customers that made the sales a 
success! 

In the General Electric offering, 100 
new accounts were opened with sales of 
that stock, and 79 were opened with 
sales of Socony-Vacuum shares. 

Cash accounts absorbed 68.8 per cent 
of the General Electric shares, 31.2 per 
cent being taken by margin accounts; 
of the Socony-Vacuum offering, 54.6 
per cent were bought for cash, 45.4 per 
cent on margin. 

A breakdown of the relationship be- 
tween solicitations and sales indicates 
that approximately 10 solicitations were 
necessary to make one sale. The Socony- 
Vacuum block was placed with 970 ac- 
counts as the result of between 10,000 
and 15,000 solicitations by the 43 offices. 

According to the firm’s experience of 
this year, many brief calls upon custom- 
ers, by telephone or in person, are defi- 
nitely more effective in selling an issue 
than lengthier presentations of salient 
facts to a smaller list of persons who 


are rated as large buyers. 


The required prospectus which is de- 
livered prior to a sales talk is relied 
upon to serve where the customer de- 
sires to dig into statistics. The sales- 
man’s chief duty is to call attention to 
the offering, emphasizing merely the 
more important features . . . earnings, 
assets, dividends and so on. 

Besides arousing customer interest in 
particular offerings, the widespread 
contacts with customers which accom- 
pany direct sales approaches keep the 
customer list informed about the firm's 
regular brokerage business on the New 


York Stock Exchange. 


Selling Technique 


(continued from page 3) 


The round-table discussion prior to 
the retailing entailed a mutually help- 
ful departure from the Stock Exchange 
firm’s usual procedure in posting the 
sales force. At a specified hour the 
firm’s “buying partner”—the house is 
an underwriter as well as a seller at re- 
tail—describes the principal features of 
the offering to more than 50 office man- 
agers and salesmen, in seven States, over 
the telephone from his desk in New 
York, Under the older system of inter- 
office communication, the sales points 
would have been presented by a round- 
about route; by word of mouth from the 
buying partner to the partner in charge 
of sales, from this partner to the sales 
manager, on to the branch office man- 
agers, and from them to the salesmen. 

The telephone method enables the 
entire sales staff to acquire verbal in- 
formation directly from the partner who 
has been in touch with an underwrit- 
ing, or participation, 

As an example of efficient ways to 
impart accurate and precise informa- 
tion to salesmen and customers’ brok- 
ers, mention of this direct method car- 
ries its own suggestion to the financial 
community for effective merchandising 
of securities. 
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‘First Quarter 


GALLOWAY 


MONG 475 companies on the Stock 

Exchange which have made pub- 

lic their results for the first quarter, 

only 33 have reported losses. This is the 

highest proportion of listed companies 

in the profit column, at this time of 
year, in more than a decade. 

Profits are modest, however, in com- 
parison to the spurt which industrial 
output is taking; and net earnings gen- 
erally are at their lowest level in history 
in proportion to the gross volume of 
business. 

Combined earnings of the 475 com- 
panies in the first three months totaled 
$679,310,822, which is 24.2 per cent 
higher than the $546,955,615 reported 
by these same companies in the corre- 


sponding period a year ago. 
Railroad Earnings 


The sharpest gains were scored by 
the railroad industry, profits among 56 
companies rising 659 per cent over the 
total in the same period last year. Fif- 


teen railroads which lost money in the 


» 
A 
\ 
\ 






es oe 
The Railroads are in the 
news again, scoring their 
best gains in net earn- 
ings in more than a decade. 
ee 


first quarter of 1940 reported a profit 
this year, and 7 others reduced their 
losses. 

Steel was next highest, with a gain 
of 90.4 per cent in profits; then retail 
merchandising, a gain of 82.1 per cent; 
and building, 77.8 per cent. 

Every company reporting in six of 
the industrial groups shown in the ac- 


companying table made a profit. These 


were: business and office equipment, 
chemical, electrical equipment, paper 
and publishing, steel and textile. 

Although the chemicals and _ textiles 
show a profit in every instance, the 
totals for these groups were somewhat 
below the amounts reported for the 
comparable period in 1940. 

For the record, it is worth noting that 
the first three months of 1941 consti- 
tuted the last quarterly period before 
industry started operating on a “war 
basis.” Industrial production during the 
period, as measured by the Federal Re- 
serve index, was at the rate of 141 per 
cent of the 1935-1939 average. It later 
dropped in April to 138 per cent, but 


in May turned upward again to 143. 


Activity Selective in Nature 


Thus far the accelerated activity has 
benefited many non-defense industries, 
as well as those engaged directly or in- 
directly in defense work. But warnings 
are now appearing that many of the 
newer factors, such as price controls, 
priorities and taxes are operating in 
favor of defense industries and raising 
problems for enterprises which are not 


(continued on page 10) 


FIRST QUARTER NET INCOMES OF 475 COMPANIES HAVING COMMON STOCKS 
LISTED ON THE NEW YORK STOCK EXCHANGE 
(ASSEMBLED BY INDUSTRIAL GROUPS) 


Number 
Report- 
ing 
to 
Date 
Amusement 9 
Automobile 17 
Aviation 8 
Building 16 
Business & Office Equip. 5 
Chemical 16 
Electrical Equipment 1] 
Finance 20 
Food 30 
Machinery & Metal 47 
Mining 23 
Paper & Publishing 14 
Petroleum 26 
Railroad 56 
Retail Merchandising 15 
Steel, Iron & Coke 32 
Textile 7 
All Publie Utilities 30 
Other Companies 33 
Totals 175 


Number 

Report- Per Cent 
ing Number Group Net Income; Change 
Net Showing Ist Quarter. 1941 In Group 

Profits: Improve: (combined Incomes Minus Net 

Ist %., 1941 ment Combined Losses) Income 
8 6 $ 6.144.274 35.6%: 

43 36 100.800.792 0.8 

6 3 12.452.841 16.2 

14 12 7.332.900 77.8 

5 4 4.089.132 19.4 

16 31 67.690.360 1.2 

11 8 21.828.929 12.9 

18 12 13.616.125 6.3 

28 21 30.334.002 7.3 

15 40 20.359.511 + 51.9 

22 21 20.561.789 22.6 

14 10 8.285.325 10.7 

24 10 34.559.718 2ai0 

18 50 81.042.458 +659.3 

13 13 2.329.758 + §82.1 

32 28 91.377.134 + 90.4 

7 5 2.939.479 15.0 

29 19 129.265.687 + 2.4 

29 20 24.300.608 + 699 

442 349 $679.310.822 24.2 
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A Catalogue. 
(continued from page 4) 
New York 


prepare, or 


The 


should 


Stock Exchange 


have one of the 
standard services prepare for it, cards 
or sheets giving authentic, concise in- 
securities. These 


formation on listed 


would describe the nature of a com 
pany’s business, its gross sales, earnings, 
dividends, capitalization, price range of 
ILS SCCUTILICS, and SO forth, Over a period 
of ten years. 

The material would be comparable to 
that now being prepared by Standard & 
Poor's Corporation or Fitch “except 
that the text would be confined to fac- 
tual matters exclusively and no ratings 


or recommendations would be offered. 


Distribution of Data 


These sheets would then be made 
available to investors, institutions, banks 
and colleges throughout the country. 
The service as a whole would be oper- 
ated on a non-profit basis, with the only 
charge being that necessary to defray 
the cost of preparing and mailing the 
sheets. 

And so that investors in all communi 
ties throughout the country could be 
come acquainted with its features, the 
service also should be advertised ex- 
tensively. There are many sections of 
the country where there probably is not 
even a manual in the smaller towns, and 
where the newspapers carry little or no 
financial news. 

Where can these people turn if they 
wish to inform themselves so that they 
may consider the purchase of stocks, or 
if they wish to keep posted on the se 
curities which they already own? 

Such a service would, in time, be used 
far and wide and it would, indirectly, 
constitute valuable advertising for the 
New York Stock Exchange. 

It also would be of benefit to custom 


ers’ brokers in developing new business. 


10 


By performing a definite service to the 
public, it would tend to draw the Stock 
Exchange closer to the investor. 

As to the cost, the Stock Exchange 
could probably charge 10 or 15 cents for 
the sheets, which would be sufficient to 
cover the costs of preparation and mail- 
ing and, if a large enough volume de 
veloped, the costs of advertising pro- 
motion, 

If a plan of this nature should evolve, 
it probably would be worthwhile to 
supply, at nominal cost, a loose-leat 
cover for the permanent filing of the 
sheets. In this way an individual could 
at all times have before him data cover- 
ing the listed securities in which he is 
interested and he would be more apt to 
invest in listed companies. 

Probably 


will be raised will be that the Stock Ex- 


the first objection which 
change would assume a certain liabil- 
ity by publishing this information, But 
this could be avoided through a qualify- 
ing statement, such as frequently ap- 
pears on published statistical material, 
and by quoting the separate agency 
which prepared the data. National ser- 
vices have been accomplishing this for 
many years, and apparently the liability 
feature hasn't troubled them. 

In closing, 1 would like to call atten- 
tion to the fact that a substantial por- 
tion of the business on the Exchange 
originates in sections of the country 
where facilities for financial news are 
far different from what they are in 
New York. It is from this standpoint 
that I have approached the subject. 

The New York Stock Exchange is 
operating a countrywide and_ highly 
technical business, yet in no way does it 
attempt to place before the clients of its 
member firms the essential facts (other 
than the market price) of its extensive 
list of securities. 

It is a good deal like Sears, Roebuck 
or Montgomery Ward attempting to do 
a mail order business without a cata- 


logue. 


First Quarter 
Earnings Rise 24% 


(continued from page 9) 


benefiting in any way from the Govern 
ment’s spending program. 

Shifts of increasing magnitude and 
urgency appear in store for the in- 
dustrial economy. To keep abreast of 
coming developments, THe Excuance 
commends to investors the economic 
and statistical studies prepared by mem- 
ber firms of the New York Stock Ex- 
change. Many of these discuss basic 
economic factors in the light of wide- 
spread readjustments throughout the 
world and present up-to-date news and 
economic 


interpretations of subjects 


whose reading—and understanding— 
appears increasingly necessary in the 


successful execution of investment plans. 


Investor Wants Facts 


(continued from page 7) 


10. There has been a sharp contrac 
tion in corporate and private debt since 
1929. Business and security loans by 
banks and farm mortgages are lower by 
billions of dollars. Most of the remain- 
ing debt has been refunded at a low rate 
of interest, 

Most of the foregoing points are cold, 
hard facts—facts which normally have 
a strong influence on the prices of 
securities. They deserve just as promi- 
nent a position in any well-balanced 
consideration of stock and bond values 
as general observations on politics and 
war, The necessity of weighing al// of 
the factors is very obvious; yet it is 
seldom done. 

Those of us who are actively engaged 
in the securities business must realize 
that a great many of these facts are not 
readily available to the average inves 
tor. He does not have the facilities, or 
the time, or the experience to compile 


(continued on page 12) 








nd 


ill- 


NGE 
nic 


vi- 


ISIC 
de- 
the 
ind 
Cts 
the 


ns. 


rac 
nce 

by 
; by 
din- 


rate 





WELL-KNOWN financial = con- 
A sultant recently said, “It is in ren- 
dering service to the class of investors 
who have funds of less than $100,000 
that brokers should find their most use- 
ful function.” 

How far down the scale of accumu- 
lated capital brokers may appropriately 
go in advocating securities investment 
is not indicated, But there is a growing 
awareness of the increasing importance 
of the moderate-income investor in the 
securities market. 

The large increases in public buying 
power throughout the country are being 
scored principally in the moderate-in- 
come class, among technical personnel, 
retail merchants, professional men— 
among hundreds of thousands of per- 


sons who customarily earn $4,000 to 





WHO RECEIVES DIVIDENDS 
(Statistics for the Year 1937) 
Millions of 


dollars 

Dividends Paid to: 
Other corporations ............... 2.682 
Individuals filing income tax returns 3.574 
(a) Net Incomes over $5.000 .... 2.780 
(b) Net Incomes under $5,000.... 794 


Individuals not filing income tax re- 
turns or not reporting dividends re- 
ceived (mainly single persons with 
net incomes under $1.000 and mar- 
ried persons with net incomes 


NR Be UO oo aio he serciereicisinrcacetes 530 
Non-taxable fiduciaries ............ 535 
Non-profit organizations .......... 75 
Mutual savings banks ............ 6 
Federal Government and agencies. . 12 


Appraisin 
the 1941 
Investor 





$5,000 a year, This is the group to be 
looked to, therefore, as a primary source 
of a normal and sustained volume of 
investment purchases of corporate stocks 
and bonds, 

Meanwhile, the profitable investment 
of large accumulations of capital con- 
tinues to be impeded by the tax on capi- 
tal gains. And the new income tax 
schedules, by taking a larger proportion 
of funds in the higher income brackets, 
will further limit investment by the 


owners of sizable wealth. 


Interests of Average Man 


Whether by design or by economic 
law of cause and effect, the interests of 
the average man continually are becom- 
ing more important in the stock market. 

When it has been pointed out before 
in these columns that moderate-income 
individuals comprise a consumer mar- 
ket to which the brokerage community 
can be of increasing service, the reply 
has been heard: “Oh, yes, but he holds 
so few shares that it is difficult to ser- 
vice accounts of this type on a worth- 
while basis.” 

How many owners of listed stocks 
are there in the moderate-income group 
and how many shares do they hold? 

Estimates based upon recent SEC 


studies show that there are at least 


4,000,000 holders of New York Stock 


24 
s 


noe 


Exchange stocks. Treasury statistics in- 
dicate that about go per cent of these, 
or 3,600,000, are persons with yearly in 
comes of less than $5,000. 

But it is popularly supposed that the 
holdings of modest investors are so 
widely dispersed and in such small drib 
lets that it is practically impossible to 
marshal them as an effective market 
force. It has been a favorite thesis of 
some departments of Government. to 
portray the small stockholder in a rela 
tively unimportant role and stress the 
concentration of economic power in the 
hands of a few. 

But here is the record on that score. 
Approximately one-third of all dividend 
payments to individuals go to persons 
with yearly incomes of less than $5,009. 
The exact distribution is shown in the 
table which appears in the first column 


of this page. 


Democracy in Business Ownership 

Considering the disparities which ex 
ist in abilities and earning power among 
individuals, this is a remarkable demon 
stration of democracy in business own 
ership. 

That's the record only for dividend 
paying stocks. But) approximately 75 
per cent of the issues listed on the New 
York Stock Exchange currently are 


dividend-payers, and the distribution of 


II 





their ownership may be taken as repre- 
sentative of all issues. 
Further analyzing the size of indi 


vidual holdings, 1,060 issues of com 
mon and preferred stock on the New 
York Stock Exchange were found re 
cently to include 5,089,000 holdings with 
a market value under $500; 1,639,000 be- 
tween $5: 0 and $1,000; 2,589,000 between 
$1,000 and $5,000; 516,000 between $5,000 
and $10,000; and 492,000 over $10,000. 

The smallest holdings, those aggre 


gating less than $1,000, should in all 
probability be discarded from discussion 
of stock market potentialities, as repre 
senting mainly purchases by investors 
who have the means to enter the mar 
ket only occasionally. 


In scanning the 


outlook, however, a 
qualification of the $1,000 group is worth 
considering. The cited record is based 
on past studies; it takes no account of 
the current enlargement of a myriad of 
incomes. 

It is reasonable to assume that many 
new investors now are finding the re- 
sources to lift them higher on the invest- 


ment ladder. 


Medium Range of Holdings 


Then, there are 3,105,000 holdings 


valued at from $1,000 to $10,000—mak 
ing up, it might be said, the great mid- 
dle class of investors, many of whom 
have incomes within the $5,000 range. 
Here is one part of the held, evidently, 
in which it is thought that “brokers 
should find their most useful function.” 

It includes a large body of stockhold 
ers who may logically be expected to 
add to their holdings as their incomes 
improve with better business conditions. 
Aware of this logical development, 
many forward-looking brokerage firms 
are devoting especial attention to a ser- 
vice field which was considered unfruit 
ful during the later 1920's. 

Promotional results from the adver- 
tising of securities listed on the Stock 


Exchange have in recent months dis- 
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closed a high percentage of inquiries 
from individuals who had not previ- 
ously owned any securities at all. 

Above the $5,000-income mark po- 
tentialities appear to lie mainly outside 
the extremely high income brackets, at 
least as far as the development of ad- 
ditional accounts is concerned. 

These prospects also are measured in 
the Treasury Department's statistics of 
income. Recently there were 664,000 
persons in the United States with yearly 
incomes of more than $5,000. This com- 
pares with a total of 394,000 accounts in 
securities recently on the books of 390 
Stock Exchange firms which carry cus- 


tomers accounts. 


Investor Wants Facts 


(continued from page 10) 


and pass judgment on complicated sta- 
tistical data. It is rather natural that he 
should look to the business, itself, for 
such assistance. 

Whether we like it or not, this repre- 
sents a responsibility which the business 
must accept to some degree. We are 
certainly not obligated to roll up large 
steck market profits for him. However, 
when he is seeking our help in his ap- 
praisal of the general factors affecting 
values, we should be able to contribute 
something more substantial than a lot 
of doleful chatter about the war and 
the low estate of the securities business. 

Unquestionably, the easiest course is 
with 


to bluff through a conversation 


cursory comment on the newspaper 
headlines of the day. Human nature be- 
ing what it is, possibly this is the expla- 
nation for the numerous examples of fail- 
ure to balance the discussion with facts. 

The average investor reads the news- 
papers and can form his own opinion 
on the war and _ politics. Possibly his 
opinion on these points is better than 
ours. However, we can, and should, and 
he rightfully expects us to, contribute 


economic and financial facts which will 


enable him to make an intelligent, un- 
emotional appraisal of all of the factors 
influencing stock and bond prices. 


He that 


cause stocks to sell low in relation to 


knows war uncertainties 
earnings, but he is not thoroughly aware 
of the fact that there are monetary con- 
ditions present which should, sooner 
or later, have a favorable effect on stock 
prices. His common sense tells him that 
a war-time economy creates certain 
maladjustments which will probably 
have to be corrected when the war is 
over, but he probably does not realize 
that stock prices are at approximately the 
same level as they were when business 
activity, with one exception, was in the 
sharpest depression of the current cen- 
tury. There are some indications that 
he is so extremely concerned about post- 
war conditions that he may be over- 
looking the possibility that this coun- 
try may emerge from the war as the 
dominant world power economically, 


militarily and financially. 


“Better than 5% Dividend Return” 


He does not have the facilities or sta 
tistical inclination to compile a list of 
allow — for 


better-than-average stocks, 


rather severe reductions in dividends 
and still show better than a 5 per cent 
dividend return at current prices. He 
does not know that many companies 
will record satisfactory earnings after 
allowing for increased volume as well 
as for the widely advertised severe in- 
creases in taxes and wages. 

It would be wrong for us to empha- 
size all of the good points and none of 
the bad. It would be unwise to encour- 
age him to take unnecessary speculative 
risks or even to invest every dollar of 
his available funds. However, we should 
present those economic and financial 
facts with which we are familiar so that 
his appraisal of conditions will be bal- 
anced and unemotional, and so that he 
may select for himself those securities 


which suit his particular requirements. 
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7 FLURRY of strength lifted the 


Dow-Jones industrial average a 


point and one-half, but later prices 
settled back and trading became more 
desultory” .. . “stocks paused yesterday 
in what optimists termed a consolidating 
movement” “trading interest. re- 


mained light throughout — yesterday’s 


session” ... “a rather sluggish and un- 
certain trend became more noticeably 
weak in the afternoon” “in dull 
trading the stock market declined by 
fractions.” 

Descriptions such as these have char- 
acterized most of the market's sessions 
since the critical period in the war a 
year ago last May. But behind the 
Dow-Jones 65-stock average, which in 
eleven of the twelve months since June, 
1940, has failed to move more than 3 
points in any one month, has existed 
the picture at the right. It shows that 
results in the separate industrial groups 
have ranged all the way from a gain ot 
35 per cent in the market value of the 
shipbuilding shares to a decline of 28 
per cent for the shares of utility hold- 
ing companies. Eighteen groups  in- 
creased in market value over the pe- 


riod; 10 declined. 


Slight Gain for All Stocks 


These trends contrast with a net gain 
of 1.7 per cent in market value for all 
Sit common stocks used in the study. 
While stocks, as a whole, were languish- 


ing, here’s what corporate earnings were 


CHANGES IN MARKET VALUE OF COMMON STOCKS 
— By Industrial Groups — 


MAY 31, 1940 to MAY 31, 1941 
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NEW YORK STOCK EXCHANGE LISTED STOCKS 


doing; companies listed on the New 
York Stock 


their profits in 1940 averaged 16.7 per 


Exchange reported that 


cent better than in 1939. Earnings re- 
ports for the first quarter show a further 
gain of 24 per cent over 1g4o figures. 

From industry to industry, however, 
it is possible to find a degree of correla- 
tion between profits and group move- 
ments of stock prices. Some of the 
sharpest increases in earnings, both in 


1940 and in the first quarter of this 


year, were scored by shipbuilding, farm 
machinery, steel and railroad com- 
panies. These industries also stand out 
well from the standpoint of rises in 
stock values. 

What the accompanying chart  pro- 
vides above all else is visual evidence of 
the need, especially in the highly selec- 
tive markets recently experienced, of 
appraising individual industry outlook 
in the selection of corporate securities 


for purchase. 











ACH month, since the first issue, 
| have read with growing interest 
the various articles in THe Exciance. 
Mr. Vanderpoel’s article (Robert P. 
Vanderpoel, Financial Editor of the 
Chicago Herald-American, discussed 
stock yields in the May issue) discloses 
a condition long known to many folks 
in smaller communities; i.e., the latent 
and widespread groups of prospective 
security buyers who are investing in 
various ways alien to listed securities 
business. 

It is my recollection that two of the 
primary reasons for sales of utility secur- 
ities to utilities customers were to create 
goodwill among patrons and to mobilize 
customer-voters for the protection of 
utilities against political acts, including 
the old-time “sand bag” franchises cre 


The 


value of customer ownership very det 


ated for “sale” to the utilities. 
initely has been proven in the friendly 
benefits which have resulted from such 
diversified and local security distribu 
tion, 

Several times owners of a few shares 
of stock have phoned me of the idleness 
of crews detailed to work on neighbor- 
ing lines and mains of utilities in which 
they felt a real proprietary interest. 
Many of the major corporations listed 
on the N.Y.S.E. have promoted the 
diffusion of their securities among em- 
ployees and patrons. Procter & Gamble 


IS an ¢ xample. 


Functions Not Understood 


The effect of various laws and regula- 
tions upon exchanges and many listed 
corporations is caused, in my opinion, 
by a lack of understanding of their 
obvious values and functions. This lack 
of understanding stems partly from 
omission to acquaint the potential in- 
vestors, in listed securities, with readable 
information concerning securities, cor- 
porations and exchanges. 


‘| he 


which graphically and simply acquaint 


new types of corporate reports 


14 


= LISTED) 
CURITIES 
EXTOLLED 


The comment on this page was 
submitted to THE EXCHANGE by 
John R. Cassleman, Industrial 
Commissioner of the Chamber of 
Commerce, Grand Rapids, Mich. 






































employees and small investors with cor- 
porate affairs are valuable agencies for 
the creation of goodwill. The develop- 
ment of odd lot business and the reduc- 
tion in unit values have induced many 
persons to buy, for the first time, securi- 
ties of listed concerns with which they 
are familiar or by whom they are em- 
ployed. This fact I observe in my con- 
tacts as an industrial commissioner. 

It is my belief that your organization 
can broaden its field of investors by 
promoting security purchases among the 
employees, customers and neighbors of 
listed concerns which might be induced 
to cooperate in such program. These 
listed concerns may be agreeably sur- 
prised by the results of such diffused 
ownership, particularly in the matters 
and customers’ co- 


of labor relations 


operation. 


Educational Values 


Possibly the greatest ultimate benefit 
to the securities exchanges and invest- 
ment distributors would be the educa- 
tion of a large segment of our adult 
population in the elements of invest- 
ment. A broader and better informed 
investor group would be valuable and 
effective agency in the estopping of the 


passage of adverse laws and regulations. 


Judging from the legislative trends 
affecting corporations, securities, ex 
changes, investments, taxation and other 
matters, there is a definite need for a 
greatly enlarged and_ friendly list of 
investors. A mobilized large group of 
investor-voters can speak a language un- 
derstood by legislators and other public 
servants—the language of the ballot 
which is heeded by political leaders 
everywhere. 

The large insurance organizations— 
particularly the four leaders in the field 
of industrial insurance—cover the vast 
majority of gainful workers in this 
country and they might find it bene- 
ficial to educate policyholders and pros 
pects as to the merits of soundly issued 
and readily marketable securities as a 
basis for policies. They and many others 
should have a vital interest in the main- 
tenance of a free, liquid and broad 
market for the securities of the nation’s 


business corporations. 


Never Solicited by, Exchange Firm 


Since 1933 I have repeatedly pur- 
chased bank and industrial shares for 
investment—most of them now on an 
acceptable dividend basis—but never 
have been solicited by partners or em- 
ployees of Exchange members although 
member firms in New York, Boston and 
Chicago have checked with me as to 
corporations, securities and _ statistics. 
This may be due to inadequate charges 
for services rendered. Compared to 
commissions on sales of realty, negotia- 
tion of loans and other commonplace 
service fees, the commission rates on 
securities exchanges like yours are very 
moderate. 

At any rate, the foregoing will give 
you a viewpoint of one of the mass of 
moderate who 


investors, of means, 


recognizes the vital importance of 
organized and well-governed securities 
exchanges, like the New York Stock 
Exchange, which deserve to, and can, 


enlarge their lists of friendly investors 
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ALL 


Ve should have been chastened when 
the visitor stopped pounding the table and 
departed, but, after all, the point he made 
did not seem to cover all the ground and 
we gradually pulled ourselves together, 
regardless. 

The trouble with you, the visitor de- 
clared, is that in all the discussions of mer- 
chandising Stock Exchange securities that 
clutter up the magazine’s pages, you forget 
what the Stock Exchange is. What is it, 
exactly? Where does it stand today and 
where is it going to stand tomorrow? 

> « 

Now get this, and don’t forget it: the 
Stock Exchange is an auction market. 
Y'understand, it’s a market where investors 
and speculators can get their orders filled, 
at their convenience, in a variety of stocks 
and bonds . When they want to. They 
can find other people offering something 
that they feel like buying, at any time, and 
they can find other people ready to buy 
when they have some listed issue to sell. 
The selling facilities afforded by the Ex- 
change don’t get their proper weight when 
you keep bearing down on merchandising 
—-you argue that customers should be buy- 
ing all the time, but sometimes, as you 
know darned well, the same customers 
ought to be selling. Merchandising is out 
of place in the market. 

>» « 

But when brokerage customers are 
neither actively selling nor buying, we 
countered, wouldn't you concede that a 
little something might be done by broker- 
age firms to draw public attention to the 
market? Wouldn't you bend a trifle and 
admit that investors who are busy about 
one thing or another might be served logi- 
cally if listed securities and their prices and 
yields were mentioned to them? 

You're hedging, the visitor declared, 
you're thinking about one thing and talk- 
ing about something else. You can’t in- 
timidate me. The Stock Exchange is an 
auction market. My idea of an auction 
market is precise—it won't stand bending 
and neither will I. Good-bye!! 


ay 








COMCVCST CUNT. 


While our ears were still ringing, the 
mailman brought an exposition of mer- 
chandising which laid an old-fashioned 
storekeeper’s ideas on the line. The sell 
ing of any particular article on the shelves, 
he argued, wants to be done before the 
customer gets inside the store. After the 
customer begins to look around at the dit- 
ferent brands of groceries, then the wise 
clerk will keep pretty mum, because 
if he persuades her to buy the trade- 
marked article he wants to push, whereas 
her choice is another and she isn't 
satisfied with the goods she takes home, 
the chances are that she won't come back 
again. In selling a particular stock, though, 
the salesman has to stick to one thing. 
Inside the store and outside, so to speak— 
I wish you'd use some other word than 
“merchandising” in connection with  se- 
curities, he concluded. You confuse me. 

> « 

There’s merchandising and merchandis- 

ing 


fod) 


we might comment. The methods un- 
der development in the securities industry 
naturally differ from most others. Even 
outsiders will admit that securities brokers 
have problems, along merchandising lines, 
that are unique. 

It isn’t a matter simply of borrowing a 
few selling formulas which may have 
worked out well in some other lines of 
business and applying them universally to 
stocks and bonds. 

It’s a process of evolution—the gradual 
building up of sound principles on which 
the business can progress. 

>» « 

It’s simple, really, said the voice over 

the telephone in tones that carried sta- 


tistical echoes—this problem of increasing 


Stock Exchange volume. Just arouse a 
little more selling ego—how’s that for a 


nifty use of an old word?—among cus- 
tomers’ brokers, and you'd solve the prob 
lem Here’s the proof: 

A certain member firm is reputed to 
transact about 5 per cent of all business 
done on the floor. If this firm employs 
about 350 customers’ brokers, which is not 
so far from the actual figure at that, they 
account for orders for 40,000 shares (count 
ing the buy and sell sides) when sales 
volume is 400,000 shares a day, or 114 
shares each. All you need is to have the 
7,000 customers brokers throughout the 
country do no more than 114 shares per 
capita, and the Stock Exchange would 
have a good, steady turnover. See what | 
mean? 

is 

After a lightning calculation, consisting 
of multiplying 114 by 7,000, we had to in 
form the Good Samaritan that he seemed 
to be right back where he started. There 
still would be orders for only 798,000 
shares (counting the buy and sell sides) 
and sales volume would be only 399,000 
shares a day! 

What's the matter with this figuring, 
anyway? 

A thoroughly experienced — distribu 
tor of securities avers that he would not 
under any circumstances employ a. sales 
man on a commission basis, or part-com- 
mission-part-salary, either. He is all for 
salaries, reasonably good ones. Why? Be- 
cause he wants his salesmen to put the 
same energy into selling a new issue of 
the CXK Corporation today that they 
would in placing a new issue of the YZ 
Corporation next week. A’ salesman, the 
distributor holds, may know that he can 
earn only 50 cents a share on the CXK 
sales, but figure that the pending YZ Cor 
poration issue will bring him a commis 
sion of 75 cents a share; so he'll go lightly 
in offering CXK stock, and bear down 
hard when the pending offering is ready 


to go. 








on the New York Stock Exchange. 
Every one of them has paid dividends 
continuously for at least 4o years. 
Why buy disted stocks? 
There’s part of the story. Some of it 
may be mainly historical in importance 
by now. But new companies continually 


are being added to the Stock Exchange. 





Forty Years of Dividends and Still Paying 


(continued from page 5) 


Within the past year such enterprises as 
Newport News Shipbuilding & Dry 
Dock Company, Philco Corporation, 
United States Plywood Corporation, 
Bath Iron Works, The Standard Oil 
Company (Ohio), Northwest Airlines, 
Indianapolis Power & Light Company 
and Rustless Iron & Steel Corporation 





listed their shares on the New 


have 


York Stock Exchange. 


These are only some of the companies 
which have been added within the past 
twelve months. 

Much of the record of American busi- 
ness and transportation, from its very 
beginnings to the industrial giants pro- 
ducing for national defense in 1941, is 


written in the listings on the New York 


Stock Exchange. 





19, 
20. 


Notes: 





MONTHLY STATISTICS—NEW YORK 


MONTH END DATA 


18. Total Share Volume (Incl. Odd Lots) 
Money Value of Total Share Sales . 
Reported Bond Volume (Par Value) 


Source of the data is N. Y. S. E. 
actions up to the close of the second full preceding business day. 
Borrowings Release of February 3. 





MAY 

l. Shares Listed . (Mil.) 1.463 
2. Share Issues Listed . er (No.) 1,234 
3. Par Value of Bonds Listed . (Mil. $) 55.534 
t. Bond Issues Listed . es (No.) 1.283 
5. Total Stock and/or Bond Issuers . (No.) 1.279 
6. Market Value of Listed Shares . (Mil. $) 37.815 
7. Market Value of Listed Bonds (Mil. $) 52.322 
8. Market Value of All Listed Securities . (Mil. $) 90.137 
9. Flat Average Price — All Share Issues ($) 36.80 
10. Shares: Market Value~Shares Listed . ($) 25.84 
11. Bonds: Market Value—Par Value ($) 94.22 
12. Stock Price Index (12/31/24=100) . (%) 51.5 
13. Shares in Short Interest (Thou.) 197 
14. Member Borrowings ae ae ae eee (Mil. $) 4153 
Per Cent of Market Value of Listed Shares (J) 1.20 

15. N. ¥.S. E. Members’ Branch Offices . (No.) 898 
16. Total Non-Member Correspondent Offices (No.) 3.147 

DATA FOR FULL MONTH 

17. Reported Share Volume . Sues (Thou.) 9.667 
Daily Average (Incl. Saturdays) . (Thou.) 372 

Daily Average (Exel. Saturdays) . (Thou.) $14 

Ratio to Listed Shares (%) 0.66 


(Thou. 
(Thou. 


(Thou. $) 169.272 


Daily Average (Incl. Saturdays) (Thou. $) 6.510 
Daily Average (Exel. Saturdays) (Thou. $) 7,229 
Ratio to Par Value of Listed Bonds (%) 304 
21. Total Bond Volume (Par Value) (Thou. $) 
22. Money Value of Total Bond Sales . (Thou. $) 
23. N. Y. S. E. Memberships Transferred . (No.) 9 
Average Price . ($) 22.625 
24. Stock Clearing Corporation: 
Average Price of Settled Shares . ($) 21.3 


Items 13. 14, 18. 19, 21, 22 and 24 


1941. 


STOCK EXCHANGE 
1941 1940 
APRIL MARCH MAY 
1.463 1.457 1.447 
1.232 1,233 1,234 
55.078 55.746 53,414 
1.287 1.289 1.369 
1,282 1,282 1.299 
37.711 39.696 36,546 
52.518 52.252 46.937 
9().229 91.948 83.483 
36.74 38.14 33.48 
25.78 27.24 25.26 
94.32 93.73 87.87 
51.4 54.1 50.2 
511 538 428 
383 $13 - 

1.01 1.04 *_ 
906 935 1.046 
3.225 3,255 3.518 
11.186 10.124 38.965 
$47 389 1,499 
490 433 1,625 
0.77 0.70 2.69 
15.343 13.073 53.543 
347.707 318.735 1.241.492 
209.471 214.382 176,105 
8.379 8.245 6.773 
9,317 9.147 7,328 
376 390 329 
242.720 209.379 179.936 
109.867 96,162 115.226 
8 7 t 
23.857 26.600 50.667 
19.3 21.0 20.6 
are as of ledgers which normally reflect trans- 
* For description of new series. see Member 




















FOR THE TITLE 


LJ e 
Indianapolis « Xaiioval de- 
fense, its impact ever widening, has in a year 
affected practically every phase of American 
business life. To Indianapolis, a city as nearly 
typical of the new activity as any, it has 
brought, among other developments, one of 
the country’s largest factories for the manu- 
facture of airplane propellers, a huge plant 
for storing chemical warfare supplies, an 
$11,500,000 cartridge case manufacturing 
plant in a nearby area, and a flood of orders 
to local industries for everything from Army 


trucks to tent poles. 





INDIANAPOLIS 


Twentieth in size among the nation’s cities, 
Indianapolis is experiencing unprecedented 
industrial development. 

Its hundred-thousandth telephone was in- 
stalled early this year . . . the Indianapolis 
Power & Light Company is spending $5,330,- 
000 on new power facilities . in the four 
months through April new housing was nearly 
double that of the comparable period a year 
ago ... and vocational training is under way 
to help fill an estimated need of 14,000 addi- 
tional skilled workers. Thus the pace of in- 
dustry quickens in a Midland city. 





Served by offices of seven New York Stock Exchange firms 


FENNER & BEANE 


PAUL H. DAVIS & CO. 
210 Merchants Bank Bldg. 


F. S. MOSELEY & CO. 
824 Circle Tower Bldg. 


10 E. Market St. 


DAVID A. NOYES & CO. 
Board of Trade Bldg. 


THOMSON & McKINNON 


HEMPHILL. NOYES & CO. 
802 Merchants Bank Bldg. 


SHIELDS & CO. 
308 Circle Tower Bldg. 


5 E. Market St. 






















WHEN YOU WANT TO BUY OR SELL SECURITIES, LOOK 


"*MEMBERS NEW YORK STOCK EXCHANGE”’ 
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